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Y ADVENTURES
" INPARADISE

THE TANGLED CASE OF RON REWALD,
ABC NEWS, THE CIA AND THE FCC

In September, 1984, ABC News turned a financial scandal in
Hawaii into an international tale of CIA espionage, intrigue and
murder. An infuriated CIA charged ABC with lying and asked
the Federal Communications Commission to revoke the
network’s licenses to broadcast. Now the controversial case
is testing the journalistic standards of network news and the
. already strained relationship between government and media.
A report by Times Staff Writer David Crook on Page 4.
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ADVENTURES IN PARADISE

How ABC Enrased the ClA—and Why the CLA Foughir Back

ONQOLULU~When “World News
H Tonmight” anchorman Peter Jennings

introduced a two-part story last
September about a Hawaii businessman and
the Central Intellgence Agency, ABC News
unwittingly set off a string of events that
produced a new ruling about how govern-
ment regulates radio and television.

The adminstrative ruling, arrived at in
January by the staff of the Federal Commu-
nications Commission, holds that a federal
agency may legally challenge the fairness of
television news broadcasts—which, by ex-
tension, threatens a broadcaster’s license.

The full five-member FCC is now review-
ing the staff decision. But the issue might
never have surfaced had ABC News not
broadcast the story of a $22-million Hawaii
financial scandal as a tale of international
intrigue, espionage and murder linked to the
ClA.

Until ABC’s broadcasts, few persons out-
side the islands had ever even heard of
Ronald Ray Rewald or his alleged swindie.
Few who saw Rewald's story on ABC Sept.
19 and 20, 1984, probably recall much of it,
but now he has become a secondary charac-
ter in an unprecedented confrontation be-
tween government and media.

Rewald, 42, faces 100 federal criminal
charges of fraud, tax-evasion and perjury
associated with the August, 1983, collapse of
his investment firm—Bishop, Baldwin, Re-

wald, Dillingham & Wong. Prosecutors

charge that he duped nearly 400 persons in
his alleged swindle. However, Rewald in his
defense, claims that he was a covert CIA
agent and that his firm was set up and
controlied by the CIA. .

In the disputed broadcasts, ABC appeared
to substantiate most of Rewald’s claims. In
addition, the network broadcast charges that
the CIA plotled to murder Rewald and
threatened the life of an investor in his firm.

The CIA reacted loudly and angrily to.the

ABC broadcasts. With its FCC filing, the CIA

became the first federal agency to openly wy”

to put a TV broadcaster out of business.

By DAVID CROOK

‘“We wanted to see if we could redress the
deficiency which led to their doing such an

outrageous piece of work,” said William J..

Casey, director of central intelligence, in a
rare tape-recorded interview at his legley.
Va,office. ..

Casey insisted that he hu no nerlous duire
to see ABC's licenses revoked; and a later
CIA filing backed down from the initial
request. Casey wants ABC to conduct an
internal investigation of the broadcasts and
make public the results—as CBS News did in
the early stages of its dispute with retired
Gen. William C. Westmoreland over enemy
troop estimates in the Vietnam War. .-

“We sought a procedure which could point
up and perhaps lead to a correction of the

deficiencies which led to giving the whole
. American public this false information about,

the CIA,” Casey continued.  “We hope in
some orderly way by our FCC complaint this
could lead to standards which would better in
"the long run permanently protect the net-
work, the public and the CIA  against
recurrences of this rush to publish without

" decent proof 0r adequate checking.”

« «Respite, Casey's willingness to settle for

less than ABC's corporaie head on a platter,
his FCC complaint may have opened the door
for similar consututional assaults on broad-
casters.

New York libel attorney Robert Sack
summed up the issue at the heart of the
CIA-ABC case: “One department of govern-
ment is trying to get another deparument of
government to punish someone for publish-
ing something they didn't like. It's so
obviously loaded with First Amendment
implications as to boggle the mind.”

a

' Few constitutional experts believe that the
FCC will exercise its ultimate police power
over ABC or hold up the recently announced
$3.5-billion ABC-Capital Cities Communica-
tions Inc. merger. But the case raises serious
questions about the practice of TV investiga-
tive journalism in general and ABC’s conduct
in the Rewald affair in particular.

After the C1A's first public response to the
broadcasts, senior ABC News executives
held an in-house, two-day examination of
the Rewald reports. ABC concluded that,
except for one murder charge, the story was
accurate and properly substantiated.

Said David W. Burke, ABC News execu-

-tive vice president and assistant to ABC

News President Roone Arledge: “We walked
away feeling that we had a good story here,
given the hmitations that surrounded this
story from day one—the nature of the
agency’s response to ordinary inquiry and

-the fact that so many things that were being

referred to in the story at that time, and I
guess even today, were under the cover of
the court in Hawaii.”

A Los Angeles Times inquiry into the
disputed broadcasts, however, found little to
substantiate the network’s charges against
the CIA and raised questions about ABC's

-sources and news-gathering practices in the

Rewald story. The Times confirmed that
public records—including Bishop, Baldwin
bankrupicy proceedings, financial records
and court documents in more than a dozen
civil and criminal cases, published books and
other materials—show no independent evi-
dence of major CIA involvement with Re-
wald

Although evidence sustaining Rewald's
and ABC's claims may yet surface in his
pending federal trial, The Times found that:

OFive of ABC's seven on-air interviews
were with individuals who are plaintiffs or
attorneys with lawsuits against the CIA.
ABC admitted on the air that the sixth
person’s story could not be substantiated.
And the network's seventh interview subject
says the network misrepresented his posi-
tion. )

OOn air, ABC offered no independent
substantiation for its charges. Subsequent to
the broadcasts, the network defended its
investigative reporting on the grounds that
the CIA does not adequately answer report-
ers’ questions. The CIA argued, however,
that its position was represented in the public
records of the case.

DO Those records, which include Bishop,
Baldwin financial accountings that ABC did
not acquire until last month, establish two
links between the CIA and Rewald: the use

_Lontinued
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Haw eli- bascd journatists and legal figures
connecled with the Kewald story claim that
ABC {ailed to venrify Hewaid's charges.

Among ihem 1s Richard Borreca. a report-
er with IHON-TV in Honolulu. Borreca said
that the Rewald story reported by ABC aund
other Lop news media bore little reiation o
the one he and another reporter broke and
have covered for nearly two vears.

“I've wanted Lo do a piece on ‘When the
Big Boys Come Into Town and What They
Leave With," " Borreca said 1n an interview.
“I think there's a greal amount of pressure
on them to come back from Hawai with a
story. ] think that’s what happened here. The
ClA doesn't appear Lo be that tremendously
involved with it. You have & couple of guys
who would like it to be invoived, bul that
doesn't make 11s0.”

Thomas E. Haves, Bishop. Baldwin's
court-appointed bankruptcy administrator,
has reconstructed the firm’'s finances; he
claims to have accounted for all but about
$600 of Lhe $22 million known Lo have passed

through the company and has no evidence of
significant C14 involvement.

“] was shocked when | saw ABC News,”’
Hayes said in an interview. “li scared the
nell out of me because there's a story I know
the background of. The average citizen looks
at the national news and there’s an imprima-
wr of credibility. . . . They sound almost
like God—like everything they say is the
absolute truth. When you see this kind of
pure garbage that came out in that (ABC)
report, it scares the living hell out of you. It
did tome.” )

Altnough only ABC has been taken to task
by tne Cl4, the network is not out on Lhe
hmb alone. Individuals close to the Rewald
case say that tne British Broadcasting Corp.
and the Wall Street Journal also misreported
the siory. They say that CBS News' version
of the story was fiawed, although Lo z'much
lesser extent. .

All of those news organizations worked
from much the same source material pul
arrived at difierent conclusions. Like ABC,
the BBC presented Rewald's claims of ClA
involvement as fully substantiated but did
nol broadcas: the alleged Cla muraer plots.
The Wall Sireet Journal portrayed Rewald

as a renegade Cl4 agent who used his
zssocialion with the agency 1o his own:
personal ends. CBS reached no conclusions at '
all on the story but relied on the same
yuesuonable sources as ABC and the BBC.

i viewers

CiA piannec o Kl iwe

ABC aione teft wilno e
umoression lnat the
American cilizens.

“Tnat'sjast utierly insane.” said Stanshe:d
Turner. director of central intelligence aur-
ing the Carter Acmmstration. "1 can?
imamne why ABC beheved thal. . . .Ithink
the agency had greatl cause 10 be very upset
with ABC.”

So did Thomas Haves. the Bishop, Baldwin
bankruptley admirustrator who had been
local reporters’ principal source on the
Rewald story. As court-appointed acmimns-
trator of the bankrupt firm, Haves and the
trustee by whom he is employed are enutled
10 a pre-lax percentage of any recovered
company assets.

0Of ABC's on-air interview subjects, Haves
has the strongest, most immediate financial
Interest in proving that Rewald's firm was a

I major CLA operation. Hayes has not proved it

to date, but he has reserved his option to sue
the CIA if he can estabiish that it had any
Liability for the company’'s bankruptcy.

“The involvement that I've proven so far
is still mirumal, although somewhat more
than the ClA publicly admits,” Hayes said.

In the disputed reports, however, ABC
correspondent Gary Snepard and producer
Charies Stuart used Hayes' on-air comments
as confirmation that Bishop, Baldwin fronted
worldwide clandestine and iliegal ClA oper-
alons:

Shepard: The man appointed by the court as
the jirm's bankrupicy irustee confirms the
CI4 connection.

Haves: Cleuriy this was a commerical cover
operation for the Ceniral inteliigence Agency.
One or more agents used it jor that purpose.
But that doesn't justify steaiing $22 million of
SOMEOTE S MONEY.

Sbepard: But Rewald denies that the money
is issing ot all. He says ifs in scverd
dijierent banks under other names. And as far
as slight CLA invoivemen! s concerned, ABC
News has learnec that the agency was heavity
entrenched in Bishop, Baldwin, running ¢

number of joreign and domestic inicliigence .

operations, onée of which violaled on inlernc-

tional agreement, others ir direct violation of
U.S. law.

“That's all wrong—100% wrong,” said
ClA General Counsel Sianiey Sporkin in an
interview. Sporkin filed the ClA's fairness-
docirine complaint against AEC, even
though he knew tnat tne network would

. relent on one uncorroborated murder charge.

1n its Sept. 20 broadcast, ABC aired a claim
by former Oahu County Correctiona’ Center
guard Scott T. Barnes that the ClA ordered
him 1o spy on Rewald in jail and, later, to kill
nmm.
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Director Casey insisled thal the agency 1S
nol 1 tne tusiness of huhng Americans.
Despite the Cla's alieged record of invoive-
ment 1o pohiucal  assassinations and  ai-
tempts—including at least five foreign lead-
crs noted 1 the 1975 report of the Senate
Seiect Commuttee on intelligence (Church
Commnutice y—Casey argued that the disunc-

tions between political assassinations and
Barnes' charge are “'ciear and obvious.”

*“Whatever happened in the '60s, whatever
happened to the exient il did happen, was an
act of state authorized at the very lop,”
Casey said. “Here, you (ABC) have us (the
CIA) trying to put somebody in jail to kill a
guy. Since that ume (the '60s), there's been a
specific (executive) ruling agamnst that—a
specific prohibition that did not exst in the
earlier period. | don’t trunk you can compare
whatever was directed or authorized (then)
and a prisoner in a jail in Hawail.”

(Director Casey's statement-—that alleged
ClA assassinautions were authorized al tnhe
highest level of government—is unusual and
startiing. The Church Commitiee was unable
to conclude that any Aaministration ever
authorized killing foreign ieaders.)

C backed away ifrom Barnes' story on
Nov. 21, 1984, admituing on the air that his
story could not be subsianuatec. That day,
the Cl4 filed its fairness-doctrine complaint
against the network with the FCC. e

(Tne FCC's fairness docirine reguires
broadcasters Lo present opposing views Or
controversial 1ssues of public imporiance.) -

A0 offered the Cli appeerances o
either ¢f jts criucally acciamed jate-magh
news progrems—"Nightiine” cr “View
mmi‘Lw'm:h the newwerk was wiling t
gevole 1o the Rewalc case. Bul the Cla di

o+ peheve ABC's offers were Besige:
in tne CLA’s VIEW, LD€ 1SSues raised oy AR

| were no matlers of Giffening opiniens ¢
| points of view. Rather, they were 1ssues ¢
fac1 Cesev saicrEnd In thal case “the purde
¢fprociiscn tne aiirmauve.”
3
A3C deiends ils reperung with the gas:
" e of Lipel jaw the press mzy lewt
cnzrges against pudiic fipures or agendit
tha: otnerwise would not pe made agan
private indivicuais. The T.S. Supreme Cow
has upheld thus concept as necessy 1
preserve Wne right of 1ne press o engage !
free 2n€ TODUS! critiziem ¢f goVerTIDED-
. More stringen: thax tne Cout's guideline
' however, are tne siandards of many profes

| sicnal journaiiste, o
PSS e &ty

&
potepes
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~zuler who i cne actcuser ¢of WAL 8
arren It 18 no. enough o Dadance an

unverified coartfe with 2 gemual. nesad

“ jus, pecause YouT argeilsa puble fifure
or agency, ! gon't tunik voure any less
responsibie o adnening 1o the Canons of
fa:rness ancd Lne regurements of cuth-teli-
ing.” Mencher said.

Ciezr1y. ABC pefore its broaccasts sought
some swatements from tne Cla Tbe Ci
answerec with ‘no comments,” fiat gemialis
and sugresuons tnai ABC examune the public
records i the case.

The petwork 1nssis that the Cla's unco-
operauve atttude allowed it Lo a” upverified
and uncorroboraled charges. Semor ABC
News executives defend the disputed broad-
casts on the grounds that the CLA does not
1ssue formauon through a “workabie”
public-relations office or through a
long-testn senes of source-reporier coniacts.

Said ABC's Burke: “If 1t was the Depart-
ment of Defense or the Depariment of Siate, 1
thnk things wowld bave Deen altogether
cifieren.. These are agencies of government

nat nave & long istory of esiablismng what

ic necessey In 2 iree sociely—a workabie
press reiztions geparimeni, an office lnat
deais wilh an inowsiuve press. . . .

“The ClA may have &
there's notfung there.”

However, neither of ABC's two Washing-
ton-based reporiers wno regularly cover the
Cla, and who presumably have the closest
lies 10 the agency, were consulled on the
Fewald story prior 1o its broadceast.

Accorcing to ClA press office records,
reporier Snepard never asked gueslions on
mcst of tne specific charges that he and
Kewald were making aganst the agency.
The ClA claims that it was unaware of the

press office, but

magnitude of ABC's story before it awred or -
the seriousness of the charges the network !

pianned 1o make.
“What are you supposed lo 4o with this

agency?” said 2 visibly irritated Burke. “Are

- e

veu supposed 10 go 1o thed ant sey, ‘This is
o sieey™T You ask thes & Queston anc tney
sav ‘no comrnent) ¢ you are then cbiged
10 iay out Lhe eniwe SIOTY SO thzt they judge
whether ¢r no. o alk 10 vou on the pasis of
tne magmutude! 1s hal whzl 2 reperies’s
supposed toac?”

Accoréing o the CLA, Shesard made two
teiephone calis W ClA headguariers, one in
July ané anotner one week pefore the

scadcasts. The ClA records, which the
agency acknow.:edges may be incompiete, 80
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Sneparc. ALT News hac weommed &
L eul € COMBETY T0UAeS e cone 10T SO
of the Cid s THOS! sensaiive end cTDeTTesaIng
enercaens. Nei ordi was Eushop, baduar
Re0ined T SCIRC erms wo Teawarn. inGe end
S$imie end promottng fingno) poni in Hong
Fong. 11 1as ¢iso juciang copuel faght ITOM 10
cace, Greece and the Phizpmnes, COUTITIES
with aesichiised economes, 1m CChanoC for
ntclwence mjormaiion. And, cccording Lo
Kor. Rewcid. the coeney was conaucting dieoc!
demesie opergiions, spving om forewn stu-
Qrmis On C0LEQE COTRDUSES end pianing do-
mestic propaganda.

Among those charges, the most serious is
the Taiwan arms deal, which ABC claimed
violated a U.S. agreement with mainland
China. The network confirmed that the
“back-door” deal occurred with copies of
cabies among Rewald and his associates.
According to those cabies, the deal included
jaser sightung devices for M-16 rifles, ar-
mored personnel carriers and M-60 tanks.

Nowhere in the cables is there any
evidence that the arms were ever ordered or
shipped. There is, however, independent
evidence that, prior to the ABC broadcasts,
the United States publicly sold some of those
weapons to Taiwan.

One month before the ABC reports, Con-
gress approved the sale of M-60 tank
chassies 10 the Taiwan government, accord-
ing to the records of Defense Marketing
Services Inc., a Greenwich, Conn.-based firm
that tracks internauonal arms trades.

“There's no reason to go covert on
something like that,” said Leland S. Ness,
armored vehicles specialist for the firm. “I
can't see wny Taiwan would buy M-60s
under the table when we have openly sold
them these vehicles as recently as last

summer.”

In December. 18E2, Congress approved the
saie of neasiy $100 milhon werth of armored
personne. caTiers w Tawzr Op July
1983—1wo weeks before tne fall of BiShoD,
Balgwin—1tne V\"hjle House anhounced z
£530-miliior: Taiwan avms geal that included
addinonal 2rmored personnel caTIESE and
Ints for upgrading oider M -45 1anks.

I an mierview, Wilgam Lesd, execuuive
proguce: ¢! ABT's “World News Tomighi”
sai¢, “A1l ] know is that the infcrmauion wat
our producer ang correspondent had was
very solié on what was gomng on there.
personaliy di¢ not go w the LiDraTy of
Congress and sit down znd work on that.”

avy

-—— veoar
Thalf no-ol.

ATMENCEn-
Bisncp. Saowin
inciuced

M1t ries oo

e

cempeie wiln
Acceraing w one of e
caties, tne Tawan ceal
iaser sipnung devices for

accordaing W the 1984-85 ecition of Jane's
Infami-vy Weapens, the COUNLTY nas oniy

aboul 5,000 M-16 rifies. Furinermore, tne
laser dewvices cited in the cable have no
battlefield capability. They are training
devices used 10 leach new recruits how 1o
shoot an M-16.

Of ABC's specific charges, the CIA ac-
knowledges only that an agency official
recruited Rewald's son to “spot and assess”
foreign students on the Hawaii campus of
Brigham Young Universuny. CIA officials
claim that the collecting of information on
foreigners within the United States doesn't
violate the agency's charter barring do-
mestic acuvities.

The CIA vehemently denies the rest of
ABC's and Rewald's aliegauions, especially
the alieged agency death threat to Bishop,
Baldwin investor Theodore Frigard. A for-
mer California chiropractor, Frigard lost
about $250,000 when the firm collapsed. He
has filed a $3-million lawsui: against the ClA
in an efiort to regain his lost life savings.

Shepard: He (Frigard) says the government
offered him @ payoff if he'd drop his lawsuit
against the agency.

Frigard: Their offer was that they would
pay me $350,000 in iriple-A, unregistered,
municipal bonds. And then as we got up Lo
legve, the man said, ““You know, if vou become
100 bi3 CF € pain 1% the orse,” he saic, “inev wil
Shoc: You through the nect. They wi repom i
a8 ¢ hecr: coiaci:. T our bogy Wil De CTETAIES DY
mistake end of the: will be ieh wi 0€
coroner s TepoT: thar vou had ¢ heart caiack.”

Sheparé: Frigarc says the Cl4 never came
throush with the money. end he's St suing.

in ¢ Fepruzsy mierview with Tne Tumes,
Friparc szai¢ nis swt was sul pending. e
2is0 sai¢ wna: he made the £350.000 oier w0
tne Ci4 and tha: the geatr threat was only @
warning {rem 2~ governmeni-empioved
inend. Frigard refuses 1o igentfy nus fnenc,
bul ciaxms tnal he 1§ @ mgh-ranimng ;mtelli-
gence cemmunity cfficial.

I never tnough: he was with the CL.”
Frigesdsaid

Continwed
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~ne answer savs rmuch aboul repsTung ct
<ne RewalC afiawr. 1t also sows now naucnal
ousnaisis, wno cilen have only & shcTt

wnile Lo Tepen & slery ina swange aity, can
pe caugnt 2 cuagmire of ciams and
counterciazms.

Interest i Ronald Rewald's ale effecuve-
iv began on July 28 1983, wnen IHON
repcriers Borrecz anc Barpate Tanave frst
reporied on Sishop, 3alawin. Kewald re-
sponded o thewr first proageast by checlung
1nto 2 Honoluit hotel and sbeing fus wrsis.

Rewald's ciaims tnat tne ClA conwrolied
Bisnop. Balgwin suriaced aumost rnmediate-
]v In. news reporls and in federal and siate
mowries. Hawal iewers watched most local
reporters and IMvesugalors exzzune e

iarms and Gebunk many of them.

“The first ume tnat 1 talked o Ron
Rewald, ] nad the impression thai I nad
walked through & murrer,” said Hcnolulu
Adveruser reporier Walter Wright, who aiso
has contsibuted 1o Wasrunglon Post reports
¢! the story.

*1t was jus: like bemg in Weonderjand—ev-
erytrung's just 2l fipped arouncd” Wrignt
sai¢ ¢ an mierview. “He's extremely per-
suasive, extremely cOnVInCIng, NEenuous,
bui what Kewald anc the peopie Wno were
2ssocialed With mm were Saymng-—ihat the
Cl4 created and pianned this thing and toal
tne CLA nac compiete control of ii—1s about
170 degrees ou. from Whalt We were getung
+rom otne- sources of infermation.”

Almos. aione among Hawall reporieTs,
ABC affiliate FITTV's LTy Price ignorec the
#:nenciz) scande) and pursued tne CLa angle.

4 iormer foottall coach and popuias local
radio perscrality, Price emerged n Octoder,
1983, witk & five-part semes cramatically

stitied “Shadow House.”

More ‘succnetly tnan any subseguent TV
version of tne siory, Price’s reperts getailed
tne relationship beiween Rewald and the
Cl4, includng the use of taree Bishop,
Teldwin sucsidiaries as so-celied “shadow
houses”—seemingly legitmale businesses
_ provicing commercial cover for CLA agents.

In agency parlance, such companies are
called “proprietaries” providing covert
agents with “non-official,” or commerical,
cover. Working under such cover, Cla
intelligence officers presented themselves 10
foreign contacts as international pusiness-
men employed by Bishop. Baldwin subsidi-
anes.

According to individuals who nhave seen
the CIA’s seaied affidavit in Rewald's crimi-
nal case and another associated case in

s
abs

rlaow o rasus el

LaTeIniclic el ohe LIe—Drovided S0-Cantd
- Ly f e . ) e fivpre
LalEstobptlng 1ol Ui e igenCe LTS

flarRg PROLE ME3saZes. CLlieCling mat and
ine Lhe) He alsc apuarently voiunieered 1o
e ClA miormauon thal ke acquired on nis
frequent OVerseas LUSINESS NPs.

The scaled evidence in Lpe case reveals
names and covers of ClA agents who
invested personal funds in Bishop, Baldwin,
swd U.S. District Judge Marun Pence in an
interview. Pence, who oversaw the bank-
ruplcy proceedings, said that evidence gath-
ercd from Lhe iirm's business files shows that
through Rewald's contacts with ClA em-
ployees he managed 1o collect sensitive
information about ClA agents in the field, as
well as secret ClA sources and methods of
intelligence gathering.

Among the investors, explained Pence,
“were ndividuals who were nol known as

" being Cl4 members. There may have been

those, ] don't know where In the world, who
came and fed through their buddy-buddy
(system). If you go back and locate who they
were and what they were doing then it goes
1o ‘sources and methods.’ 1t might cause
embarrassment or exposure of some of those
individuals who are using different names in
different places.”

The judge sai¢ that the sealed evidence
does not support Riewald’s claims of exien-
sive personal involvement with the Cla.

“This is little pipsqueak stufl,” said Pence,
first appointed to the federal bench by
Fresident Harry S. Truman. “To me, it's
pipsqueak in so far as the use by the Cla of a
company as & (mail)drop. That doesn’t
necessarily involve the financial aspects of

.

the company in the shghtest.

According to bankruptcy administrator
Hayves, who has reviewed most of the sealed

materials in the case, Rewalc managed to

mushroom his mnor Cl4 ties mnlo an
associalion appearing much deeper. The Cl4,

ivoe

Juurna, Cialllitl M ETE
ABC exe
aspecis of tne Hewaid stery

tne financial
have Nu reie-
VeNnCe 10 thelr reusrung on tne esplonage
angie of the case. Other 'nan Kewald's and
his associales’ asseruons that he received
massive amounts of CIA money, no inde-
pendent prysical evidence has surfaced
showing any unexplained funds that could
have provided kewald with the money
necessary 1o carry out his alieged ClA
assignments.
“Tne ClA didn’t put any money 1n, and

they didn't take any money oul,” bankruptcy
adminisirator Haves said. “What aid they do
here? They used it for commercial cover, 10
the exlent they used it. What story can there
be beyond that that can be documented?”

That documentation sat on Hayes' desk for
anyone with an interest in Bishop, Baldwin's
affairs to see—an B-inch-thick computer
printout that traced the deposits and dis-
bursements of nearly $22 million known 1o
have passed through the firm from late 1978
through July, 1983.

“When Tom Hayes goes through the
records of Bishop, Baldwin and can account
for almost all of the money, the CIA
connection seems much, much, much fiimsi-
er,” said Wally Zimmermann, news director
for KHON. “There were no nig blocks of
money either coming in unaccounted for or
going out unaccounted for.”

Prior 10 the ABC broadcasts, judge Pence
called Bishop, Baldwin a classic Ponzi
scheme—early investors were paid off with
money put into the firm by newer invesLors,
According 10 one local news repori, scme
investors were hire¢ as consultants and paid
finders fees for bringing in new INVeslers.

One of those consuliants was former Nape
County, Calif., attorney, Robert W. Jinks
whom ABC quoted on the air claiming to be &

~ClA agent. -

' Bayes saic, has contributed 1o the misrepori-
'ing of its involvement by sealing evidence
' that has little to do with national security.

The Cl4 insists that neither Rewald nor
the officers who were provided cover by

Bishop, Baldwin conducted the exiensive

clangdestine operations thzt Rewald claims
and that KITV's Price, ABC and the BBC

- reported.

Few other Hawaii reporiers went along
with Price’s version of the story.In following
the dollars that passed through Bishop,

Baldwin, mos! of the Hawaii press found that

Jinks' only apparent claim tw a CLA
association is that Rewald swore him into tht
agency. Jinks has 2 $5-million - lawsul
against the Cl4 and a Jong and curiou
association with Rewald.

As trustee of & $2.7-million estate, Jink
signed the lease agreement installing Re
wald in his Honolulu office. One mont
before ABC's broadcast, a federal judg
removec Jinks from his position with th
estate for negligence and misconduct. Th
judge found that Jjinks had delegated discre
tion over estate investments 1o Rewald. Th
judge aiso found that Jinks co-mingied estal
funds with his own, used the estate 10 inve:
in his own businesses and transferred esial

" money 10 his personal accounts.
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duct.” Lota. Ndpa resigents
have invested about §1 miliion in Jinks’
various business aeals—including nearly
$600.(K 11, Bishop, Baldwin during @ nine-
month period when Jinks received $47,000
from the firm.

The bankruptcy court found no major
income-producing Bisnop, Balowin invest-
ments and determined that investors” funds
were squandered al an alarming rate. At one
puint, according 1o bankruptcy records,
Kewald's personal spending exceeded
$250,000 a month:

1t was all part of his ClA cover, Rewald

asseried
Rewaic livecd a. Lhe eiefant aves ol ine
pyramic. From nif NeasgulnieTs il @ Hene-

lwiu sivscraper, he jelled arounc tne werlc.
Hic home wac filie¢ with fine 2-.. He kent @
f1eel of aulcmodiies anc enterizined Womern,

& sulian, generals. aamurais anc milhonares
at hus elepant Oahu poio cius.

Rewald descriped nis life 1n 2 con fidenual
affigavit frs. filed 1 e Securines and
Excnange Commuission inguiry into nus finarn-
o2l activities. AL Rewald's recuest and with
ine concurrence of the ClA. Juage Fence
seale¢ the afficavil for reasons of nauonal
securily.

Cop:ies, however, have Deen oblamned
Thne Tunes and oLher news CrEaruzalions.

ir s 2ffigavii Rewald ciaums that ne led
nis iavisn life sivie anc hobnobbec with the
rich and poweriul for the Cla.

1" ceTTvIng oul my eagency
vale 1nese individuais on & sctial and
ievel” Reweid swore, “1 was re-
curec ¢ bve 12 sivie commensurate and
compatibie with the sotix and economic
slaius when mese people emovec.

“7 @ so largely with the use ol agency
funds. My own sziary from Bishop, Baldwin,
sianding aione (§20.000 per mozth), gave
me, zéter withhoiding anc cther dequcuens,
apprommately $10,000 per month—zaxple
mcome, many would szy, bui nownere
neasiv sufficient o aliow me 1o consnt with

A D}’

chatge 10

milhonaires ané people of wealth as one of

their sozial and economic peers.”

Tne fnancial facts of Rewald's life were
lai¢ out In baniTupiey records: $856.000 for
personal resigences, $254.000 for automoe-
biies. $225.000 for housenoic help, £340.000
for polo ant norses and the like. Banizruptey
records indicated tbat Rewald's personal

expenses reached about £5 million during s

five-vezs reigs at Bisnop, Baldwin.
Fermer CLi officials an others ridicuied

Rewaid's assertion that his life style was part

cf mus agency cover,

ne gol Lnel potelela
1nal ne cign't gel it from e L.ule Staies
g:ovc*""acx“

Ciecsiy. however, Rewald *ece"»‘e:' scme

support frcm the government lnciuded in
banirupley acmunisiralor Layes compuler
nntou; are two pages iabeied “ClA Acuvi-
y." They show that al ieas. two local Cl
swation chiefs—one of whom later went Lo
work for Rewald—paid £2.711.10 w Bishop,
Baldwin for stauonery, telephone and Teiex
charges from early 1879 1o late 1982,

Local reporiers and invesugalors estab-
lishecd those links long before ABC came onto
tne scene. They had evidgence that the ClA
temporarily stalied an Internal Revenue
Service investigauon of Rewald's personal
finances, an 1nvesugatuon that be represent-
ed 1o at jeasi one CIAagemasanmqmr} mw
agenC) activities. ’

.. Local rcpc'u:rs aiso. csxabhshe" Lhahas
manv as 14 CLA agents invesied more than 2
1ol of $300.000 in personal funds in the
‘company. But local reporters and investiga-

;tors could not trace the Rewald-Clh links
nearly as far as ABC claimed they extended.

A year before ABC aired its reports. Sen.
Daniel inouve (D-Hawaii), while @ memoer
of the Senate Inteliigence Committee, com-
missioned a staff ingury into the Bishop,
Baidwin affar. That investigation concurred
with the findings of Judge Pence and
bankruptey administrator Hayes.

Staff invesuigaters for the oversight and
investigations subcommittee of the House
Energy and Commerce Committee, who
have been looking into the Bishop, Baldwin
matter for more than a vear, have found littie
evidence suggesting that Rewald's C1A con-
nection was as deep as ABC alieged. '

LT oy

Subcommittee investigator Peter Stock-

ton’s inguiry has inciuded reviewing secret
cables between the Honoluiu CIA office and
agency headguarters. Stockion saic those
cables show that Rewald “just appeared on
the scene one day” in 1977 and offered his
service 1o the local CIA station. The cables
also show, Stockton said, that after Rewald
began his association with the CIA he

managed to persuade the agency not 1o

conduct 2 background check on him.
Despite the magnitude of Rewald's alleged
scam and his aliegations of ClA involvement,

the major national media at first ignored
what Hawaii residents were calling their
biggest story since statehood. Only Money
magazine looked 1n on the story, characteriz-
ing Bishop, Baldwin 2 scam and Rewald “a

; -
TLow [ cl.l 2 Ta L [0 o "
v a [SORATE ST Noelie v
Paaizer Prize-wonn siLfelive TC
putier Scvmiodr Hersnoang ol Minutes”
Drocucer ira Hosen iooned 1n on the Rewaid

SLory and aeciaed not Lo ao repors basea on
his clwms. even afler reviewing the docu-
ments others iater used for substantiation.

Sa1d producer Rosen: “l have seen docu-
ments that they (Rewald and his associates)
have represenited 10 be the things that will
bring somneone over to beiieve thetr side of it
They don't. They're not convincing.”

The documents supporting Rewald and his
associales apparently did persuade a man
known in Washingion as 2 “news broker.”

That's the term that William Lord, execu-
tive producer of ABC's “World Inews To-
night,” used to describe John Kelly, frequent
ClA crniuc and editor of Counterspy, a

magazine that regulariv atlemp
CIA activiues. '

Kelly's role turned out te he critical 1n
getting the Rewald story to mainiand renort -
ers and ir persuading some 1n the national
press that Rewald was the covert ClA agent
that he claimed to be,

“The story was all over Hawaii, including
AP and UPIL but nothing was reaching the
mainiand, absolutely nothing.” Kelly said in
an interview in his Washington apartment.
“Rewald and company were concerned
about the Jack of coverage because pretty
much he had decided his oniy defense was
the ClA defense. And il you can't get any
publicity, youre nowhere orn that, you
know."”

Kelly, armed with nearly 300 pages of
documents that he said were supplied to him
by Rewald's brother-in-law, became a major
source on the story for the Wall Street
Journal, the BBC, CBS and ABC. He was
interviewed on the air in Marcrh. 1984, by the
BBC and in May, 1984, by the “CBS Evening
News.”

ABC did not put Kelly on the air but hired
him as 2 “consultant/reperter” on the story.
Kelly ‘wrote a Counterspy cover story,

L8 10 ¢eNXpose

featuring & picture of Rewald with Bishop,
Baldwin consultant and former Honoluiu
Cla station chief John C. (Jack) Kindschi.
The cover bnes-read: “ClA FRONT: Caught
HRed-Handed in Hawail.”

Kelly first contacted David Taylor, a BBC
Washingloni-based producer, in.the fall of
3882, In December, Tayior sent Kelly to
Hawaij at the BBC's expense. . ’

Two months later, Kelly returned to the
mainland convinced that Bishop, Baldwin
was just wnat Rewald claimed it 10 be. He
was impressed by Larry Price's series of

Gontinued

Approved For Release 2010/08/10 : CIA-RDP90-00494R001100710024-2



Approved For Release 2010/08/10 : CIA-RDP90-00494R001100710024-2 2

LOWS TChorls esproad al, (TLCTVIEW W

bisnop. baldwil ubelalivnis fhahafCr dut E
Wisol, She that 1l was ~cemmon
knowledge” among the siaff that the conibe-
ny frequently perfurmed auties for the ClA.

“The wigruficant part—what imipressed me
rignt away—was (that) for the first ime on
American television, lo my knowledge,
somebody went on camera &nd said, ‘Yes, 1
worked for the C1A, " Kelly said.

Like ABC's bLroadcasts, the BBC's
half-hour documentary presented Rewald's

o A
Sall

claime as subsiantiated. kelly toi¢ the BBC
imterviewer: “Tms 1s a rare insiance of
exlensive documeniauion of 2 covert ClA

operation. In my research, I've never come
across such & large amount ol documenta-
uon.”

The BBC claimed it had proof that Rewald
stole for the ClA the plans for a Japanese
high-speed train, spied on President Ferdi-
nand Marcos of the Philippines and secretly
sold arms to Taiwan.

The BBC version used a great deal of tape
footage supplied to it by Honolulu station
KHON. News Director Wally Zimmermann
made a deal to air the BBC documentary in
Hawaii in exchange for providing the video-
tape. After seeing the documentary, Zim-
mermann didn't run the program.

] didn’t think he had enough facts to back
up the allegations he was making,” Zimmer-
mann said. “There was nothing there. There
were no facts there that we didn't know
about, that we hadn’t checked through and
that we had not come 1o either stonewall
ends or dead ends. There was nothing new
_ there.”

Kellv aiso provided press chppxngs and
other documents to Wall Street Journal
© reporter Jonathan Kwitny, who said he had
used material from Kelly in the past. Kwit-
ny's front-page story ran in April, 1984.

“He (Kelly) may well have peen the first
lead I got,” Kwitny said in an interview in his
New York office. “Ceriainly he was over
there when 1 was. We ate and drank and
talked together.” While acknowledging that
Kelly was a background source for the story,
Kwitny said that nothing in the story was
atwibuted to Kelly: “I mean he’s not 2 source
in the sense that I attached something that's
__in the paper to him as the source of it.”

Kelly and BBC footage anpeared again in-
the CBS version of the story. Kelly was not
paid o appear on CBS, however, and that

network took 2 much different tack from the

BBC beforeit and ABCafterit. - :
CBS distanced itself from Rewald's claims
In its two-part May, 1984, report, CBS used

Kelly's documents without claiming to have
corroborated their contents. -

CBS quoted Kelly saying that Bxshop,
Baldwin was “covering pretty much the full

SPCCUTLT O N LA

CJdined DOTRSN

JEN aiso
Toewaid Rad lithie Lo ao wiin tne CiA

“Trough tne ClA CILed Dalioha, »eCUTily as
lhe Teason fur secrecy, e réeveding ook 1f
proviged by some of Lhose goCumenis ob-
tained by CBS News.” corresponaent barry
Petersen said as the images of Rewald's
shattered life appeared for the first ime on
TV screens across the country.

“They (the documents) paint & \Mde-
spread picture of apparent C1A involvement,
including claims that Rewald was a coverl
ClA agent for years, that he was ordered by
the ClA to set up Bishop, Baldwin, that from
these luxurious offices Cl1A agents claiming
10 be Bishop, Baldwin employees traveled

worldwide, negotiated a major arms- deal”

with Taiwan—tanks, planes and other mili-
tary equipment—a deal the U.S. government
couldn’t make openly without damaging U.S.
relations with China.”
Five months later,
many of those same claims with only a shight
but significant twist, one phrase really.
Instead of “Ronald Rewald claims,” the new
version would say “ABC News nas
learned.” O ' e

EYPERTS PRAISE,

eading jownallsSm experts inter-

viewed by The Times praisec £BC

for ite courage & allemp: Such a
sirnificant and potentially Imperiant sto-
rv. Wpen asked apoul Thne Times'
findings, however, they sai¢ tnal ABC
bac faiied o verify its charges.

“If 4BC wanis w iake tnat risk,” said
Columbiz University jownzlisz profes-
sor Melvin Mencner, “tney snould live
with the conseguences. The conseguenc-
es are, "Drove i~ They navez't mage
tneir case.’

“Tne ABC mece summed Up almost
ountessenuzliy whatl's wrong wilh in-
vestigalive news tbese days,” saic Ned
Sehwmam, & New York-based media
critic anc producer of pudblic leievision's

ABC would répeét:

-ang of

CRITICIZE ABC

fcrmer press-wailchdog series “Inside
Story.” “They were reiying on fsi-per-
son interviews. ] didn't see tnem sup-
poried DY any rea Serous documeniz-
tion . . .Tnere wasn'i anytng beyvond
toat nat_nc—mat suriace ¢! personal
igentfication~1t5at really supporied this
siory, owner tnan Rewald, s frends. the
inrared parties, those peopie who S100< W0
benefi: from this story swwiacing.”

“Tnis sounds very pad,” sai Rickard
Salant, former presiden:t of CBS News
tne dispanaed Nauonal News
Council, which reguizrly reviewed public
compizints against the press. But, Saiznt
emphasized, “No matter now pac it is,
thic ic not 2 matlertha: snowld be before
2 governmen: agency.” 3 -D.C.

Gemtinued
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Lne August. ’9&, cw}uose c’ the Bvs~cu
Baigwin. Rewaid. Diungham & Wong
investmen! firm. In adaiuon o hus 100-
coun: feceral crimunal indiciment. Re-
waid faces Hawau siate “theil by aecep-
tor” cnarges and a numbper of Cvil
acuons arising out of the Bishop, Baldwin
bankruotey.

A stncl gag order bars Rewald from
walizng with reporters aoout the CIA or
his crimunal case. '

Fewaid, 42, who now lives in & rented
home 1in the eiegant Hancock Park

wict of Los Angeles, has brought hus
owT iegal acuions toiwaling in the hun-
dreds of millions of dollars. All of
Rewald's suits are pending.

D1In Fepruary, 1984, Rewald filed a
$671-million claim 1n {ederal court

TmallnE me -
~

3

and conironel

= 1984 Rewaic sued Bishop.
Baldw:in bankruptcy acminstrator
Thomas £. Haves in Hawawu siate court
for $150 miluon. The suit alieges that
Haves deiamed KRewald, 1nvaced hus
privacy. held hum up o {aise Lgnt and
negiigently and intentionally inficted
serious mental distress.

T Time Inz.. which owns Money maga-
zine, faces a $10-million swit that Rewald
firted 1n March, 1984. Rewald clarms that
Money libeied and siandered mm 1n a
December, 4983, arucie

O On April 15, 1985 in federal court in
Bonoiuwle, Rewald filed a $12-miliion
defamauon acuion agamnst Honoluiu TV
station nHON. Named in the swt are
reporiers Barbara Tanabe and Richard
Borreca as well as iocal anchorman Joe
Moore. O -D.C.

On ABC'’s “World News Tonight" Correspondent
Gary Shepard backed up Rewald’s claim
. 'that he was a covert CLA operative: : -

‘ABC News has learned that the aoency
was heavily entrenched in (Rewald’s)
 Bishop, Baldwin, running a number
of foreign and domestic intelligence
‘operations, one of which violated an

international aoreement othersi in direct
violation of U.S.: law” . el

_ Gary Shepard of ABC: News™
_reported’ that’ Rewald’s
| .company was a- CIA yrant
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William Lord, exec prociuber
“of “World News Tonight,”
czted “solzd” mjarmatzon

tnued
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by P (1A Director William J. Casev insists that the intelligence agency

s N : P
EW;“ has no serious desire to see ABT s licenses revoked:

‘We sought a procedure which could . . . lead ro standards
which would permanently protect the nerwork, the public
and the CIA against recurrences of this rush to publish
without decent proof or adequate checking.’

B ClA General Counsel Stanley Sporkin:

‘This would have been the biggest
k= story ever found against the agency
i —a plot to murder an American - _
£ citizen. How does it happen that

| they can put on artificial news?’

fantinued
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I n 1983, Ronald Rewald was arrested by the Honolulu
Police Department, left. Today, he faces 100 federal . -
criminal charges of fraud, tez evasion and perjury as

¢ result of the collapse of his investment firm, Bishop,
Baldwin, Rewald, Dillingham & Wong. ABC News later
reported that Rewald was a CIA agent and that his
company was controlled by the CIA, which piotted to
~murder Rewald and tnreatened ta kzll an znvestor in .
Rewald’ sfirm.. - o
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e corra take imour . ..
vou know, kill him (Rewald).

Scott Barnes. guoted above in ABC's
broadzast. claims that he was oraered
to kill Ronald Rewald. left. The

i CIA denies any association with

¥ Barnes. Two months later, ABC
withdrew the murder allegation.

. B
: Thomashavs thesthop, Stansfield Turner, former. .
BaIdwmbanbupqu administrator: . . director of central intelligence: -
“The involvement that I've proven - < “That’s just utterly insane. I can’t
- sofaris still minimal, although. # “imagine why ABC believed that. . .
somewharmorethantheCLA + Iﬂun].theagemyhadgreazcause :
o e Pubhc‘fym G2 to be very upsetwith ABC” " .

Continued
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ABC News, quoting Bishop, Baldwin
investor Ted Frigard (right): ‘And
then, as wegot up to leave, theman =~ .
said, “They will shoot you'through =~ - -
the heart and. . . report that you had -
aheartamack.”” - o o

| P . ?riéard now says that “the man”
f “ who warned him was a personal

friend —with no apparent connection

- 1o the Ronald Rewald affairor ¥
f ~A A .o ) IOthCCI.A.. - ‘~' i
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